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SUBJECT: CIV AIR: ROUTE AND FARE ISSUES 

REF: A) BANGKOK 18838 B) BANGKOK 13481 C) BANGKOK 16025 

1. THE THAI CIVIL AVIATION POT IS BOILING AGAIN, WITH POSSIBLE 
IMPLICATIONS FOR U.S. AIRLINE AND AIRCRAFT MANUFACTURING 
INTERESTS. 

MAIN ELEMENTS ARE THESE: 

A. THE BRITISH. CONCERNED ABOUT TICKET DISCOUNTING BY AIR 
SIAM ON THE BANGKOK-HONG KONG SECTOR. TO THE DETRIMENT OF 
CATHAY PACIFIC. ARE PRESSING THE RTG TO REDUCE SHARPLY SCHEDULED 
CAPACITY BY THAI INTERNATIONAL AND AIR SIAM TO AND THROUGH 
HONG KONG; 

B. THE RTG, HOPING TO PROTECT THAI INTER'S SCHEDULES, IS 
SEEKING AS AN ALTERNATIVE TO (A) ABOVE, HMG AGREEMENT TO 
NEW BANGKOK HONG KONG FARE, TO BE APPROVED BY HMG, AND TO BE 
ENFORCED ON AIR SIAM BY THE RTG. BRITISH HAVE TO DATE HELD 

OUT FOR CAPACITY CUTS. BUT FURTHER RTG-HMG TALKS ARE SCHEDULED 
FOR THIRD WEEK IN OCTOBER. RTG HOPES TO PUBLISH PROPOSED 
FARE AT ABOUT SAME TIME. 

C. IN SEPTEMBER. ACCORDING THAI INTER SPOKESMAN, AIRLINE 
APPLIED FOR I AT A CLEARING HOUSE MEMBERSHIP, BUT WAS BLACK- 
BALLED BY AIR SIAM, OTHER 82 MEMBERS VOTING TO ACCEPT THAI 
INTER. ACCORDING RTG OFFICIAL, THAI INTER APPLIED FOR IATA 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 BANGKO 21389 091027Z 

MEMBERSHIP IN ORDER JUSTIFY CHARGING IATA RATES ON BANGKOK- 
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HONG KONG WITHOUT HAVING TO TAKE OVERT ACTION TO SET RATE 
PER PARA B, ABOVE. AIR SIAM VP SAID COMPANY VETOED THAI 
INTER'S IATA APPLICATION BECAUSE (1) THAI INTER 
REFUSES TO 

ACCEPT AIR SIAM'S AT FACE VALUE-THESE TICKETS ARE 
HEAVILY DISCOUNTED AND ARE PROBABLY NOT ACCEPTED BY ANY 
OTHER AIRLINE- AND, (2) THAI INTER HAS BLOCKED AIR SIAM'S 
ROUTE EXPANSION PLANS. 

D. AIR SIAM ANNOUNCED OCT. 8 THAT ITS A-300 AIRBUS WILL 
BE RETURNED TO AIR 

BUS INDUSTRIES (AI) OCT. 16, GIVING AS 

REASON INABILITY SECURE ADDITIONAL ROUTES ON WHICH TO FLY IT, 
AND FOR WHICH PURPOSE IT HAD IN FACT BEEN LEASED. THIS 
WILL REDUCE AIR SIAM FLEET TO ONE 747 AND ONE DC- 10. IN 
ADDITION, PRESUMABLY FOR REASONS OF "FACE", AIR SIAM 
OFFICIALS HAVE FOR SOME WEEKS BAD-MOUTHED THE AIRBUS A-300 
FOR ALLEGED EXTENDED PERIODS OF DOWNTIME, BUT EVEN THEY 
AGREE WITH GENERAL INDUSTRY VIEW THAT THE A-300 WAS NOT 
ECONOMICALLY VIABLE ON BANGKOK-HONG KONG SECTOR. U.S. 
SOURCES CLOSE TO SITUATION INSIST THAT, TECHNICALLY, AIRCRAFT 
HAS PERFORMED ADMIRABLY, AND ALLEGE THAT AI IS REPOSSESSING 
AIRCRAFT BECAUSE (1) AIR SIAM HAS NOT PAID LARGE SUM DUE 
ON LEASE AND (2) AIR SIAM HAS BACKED AWAY FROM DECLARED 
INTENTION TO PURCHASE NEW B-4 MODEL. AIR SIAM HAD LEASED 
A-300 ORIGINALLY AT CONCESSIONAL RATE-SAID TO BE $70,000 
PER MONTH-AND AI HAD PROVIDED SPARES AND AEVERTISING AS 
PART OF PROMOTION OF AIRBUS IN ASIA. PURCHASE OF AIRBUS 
BY KOREAN AIR LINES (KAL) HAS, OF COURSE, OBVIATED THIS 
PROMOTIONAL ROLE FOR AIR SIAM AS FAR AS AI IS CONCERNED. 

E. AIR SIAM ANNOUNCED OCT. 9 THAT ON RELEASE OF A-300, 

AIR SIAM WILL MAINTAIN EXISTING SCHEDULES BY ACQUISITION 

OF SECOND DC- 10 FROM MCDONNEL DOUGLAS. HOWEVER, ACCORDING 
TO INDUSTRY AND RTG SOURCES, AIR SIAM IS ALSO FACED WITH 
LOSS OF LEASED 747, WHICH MUST BE RETURNED TO AER LINGUS 
NEXT APRIL, AND IS THEREFORE SEEKING TWO NEW AIRCRAFT, 
PROBABLY 747'S, AND HAS APPROACHED NATIONAL, IN MIAMI, ABOUT 
POSSIBLE LEASES. 

2. INTERWOVEN IN FOREGOING IS STRUGGLE BETWEEN AIR SIAM 
AND THAI INTER FOR ROUTE RIGHTS. AIR SIAM'S OCT. 9 STATE- 
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MENT POINTS OUT THAT AIRLINE HAS SOUGHT WITHOUT SUCCESS 
TO SECURE ROUTES TO SEOUL, GUAM, AND SINGAPORE. THAI INTER 
SPOKESMAN REPLIED THAT IT HAD PRIOR APPLICATIONS FOR RIGHTS 
TO SEOUL AND TO GUAM VIA MANILA, AND SAID FAILURE TO SECURE 
GUAM RIGHTS STEMMED FROM AIR SIAM'S BID FOR "SOMEWHAT’' UN- 
REALISTIC ROUTING BANGKOK-HONG KONG-TOKYO-GUAM." HE ADDED 
THAT, "PREDICTABLY U.S. AUTHORITIES DEILINED, AND 
BOTH AIRLINES ARE UNABLE TO FLY TO GUAM." AS FOR 
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SINGAPORE, RTG IN AUGUST DESIGNATED AIR SIAM FOR SERVICE 
TO SINGAPORE, BUT ONLY ON CONDITION THAT RTG COMMITTEE 
FIRST ASCERTAIN THAT AIR SIAM IS SUBSTANTIALLY OWNED 
AND CONTROLLED BY CITIZENS OF THAILAND (THIS INQUIRY IS 
CURRENTLY UNDERWAY). GOS WHICH, LIKE RTG, CONTROLS CAPACITY 
AS MATTER OF PRINCIPLE, SUBSEQUENTLY REQUESTED CONSULTATIONS, 
NOW SCHEEULEE FOR OCT. 16 IN SINGAPORE, PRESUMABLY TO 
DISCUSS EITHER (1) TAKING PROPOSED AIR SIAM FREQUENCIES 
OUT OF THAI INTER'S HIDE, OR (2) ADDITIONAL FREQUENCIES 
FOR AIR SINGAPORE AT BANGKOK. 

3. IN TERMS OF U.S. AIRCRAFT MANUFACTURING AND LEASING 
INTERESTS, WE WOULD ADVISE THAT AI EXECUTIVES BE CONSULTED 
RE AI EXPERIENCE WITH AIR SIAM PRIOR TO UNDERTAKING NEW 
SALES OR LEASES TT AIR SIAM. AS REGARDS ROUTES, IT IS 
EVIDENT THAT THAI INTER CLIQUE IN RTL IS DETERMINED TO 
KEEP AIR SIAM OFF THAI INTER S TURF TO EXTENT POSSIBLE; 

SO WE CONSIDER IT LIKELY THAT RTG WILL SEEK NEW 
CONSULTATIONS WITH USG IF BRITISH SQUEEZE LARGE PERCENTAGE 
OF THAI FREQUENCIES OUT OF HONG KONG. 

MASTERS 
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